Development of HRM Appraisal Practice in Saudi Arabia by Alhalwachi, Dr. Layla Faisal & Alkhater, Dr.Nader Saeed
Journal of Higher Education Service Science and Management. 2018. Volume 1, Issue 1 
 
 
 
© 2018 The Authors. Published by JoHESSM. 
Selection and peer-review under responsibility of JoHESSM 2018.  
 
 
 
Development of HRM Appraisal Practice in Saudi Arabia 
Nader Saeed Alkhater
a
, Layla Faisal Alhalwachi
b
, Abbas Mohammed Naser
c
 
aSenior Engineer, Ericsson , Riyadh, Saudi Arabia,  
bCollege of Business Administration, Bahrain Polytechnic, Bahrain,  
cManagement researcher, Monarch University, Switzerland 
Abstract 
This study was undertaken with the objective to understand Strategic Human Resource Management (SHRM) practice in 
domestic enterprises (DEs) and multinational enterprises (MNEs) in the country context of the Kingdom of Saudi Arabia 
(KSA). The literature suggested that there would be a number of important differences in core HR appraisal practice when it 
comes to executing these within the domestic and multinational work environment of business enterprise. Four (4) testable 
hypotheses were drafted after scanning the literature on the subject; these were then put to test with the help of primary data 
collected from 255 firms, two-thirds of which were DEs whilst the remaining one-third were MNEs. Data that were analyzed 
with the help of parametric and non-parametric tests revealed several interesting facts. The results confirmed that MNEs 
followed better HR performance appraisal than DEs, and more structured incentives and rewards system. This is one of a few 
studies conducted in the context of a non-Western environment and points out a number of policy implications and future 
avenues of research. 
 
Keywords: logistic regression; ordinal regression test; Chi-Square test; Likelihood ratio test; normative theory. 
1. Introduction 
This research examines the differences in performance appraisal between domestic firms (DEs) and 
multinational enterprises (MNEs), and the ways in which they have operated in Saudi Arabia, including the linkage 
between Human Resources Management performance appraisal and traits of firms. HRMPs are key factors 
recognized as playing important roles in the successes of organizations. The firms enter globalization and need to 
remain in the market as they are required to utilize Human Resources within the market. Essentially, the way in 
which the firms’ aims are implemented within the firm depends on HRMP (Price, 2004), with Rotich (2015) 
stating that firms are required to carry out various activities amongst employees, such as training. 
The developments in the field of Human Resources first began during the industrial revolution (1750–1850). 
The revolution first began in Europe and the United States before moving to Australia and the Pacific Asia (Rotich, 
2015). In 1970, HR was recognized as a part of management in the USA. Subsequently, in 1980, HR was 
demonstrating a change and linkage between people. In 1984, Harvard University formed the HRM model whilst 
Michigan University designed other HRM models. The term used at the time was ‘personnel management’. The 
transition from an agricultural-based economy to a more industrial economy gave rise to the opportunity for many 
people to be employed in factories, which was becoming a popular business during the time. 
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2. Literature review  
Performance appraisals can be defined as the process of evaluation, which is concerned with how well 
employees perform in their jobs (Mathis & Jackson, 2003). In addition, an appraisal is important amongst 
organizations in making a distinction between performances of employees. DeCenzo & Robbins (2005) stated that 
gathering the information of employees helps to plan training, and their pay and promotion.  
McEvoy & Casico (1990), Hempel (2001) and Milliman et al. (2002) agreed that appraisal has supported many 
concepts, such as documentation, administration, evaluation and the development of employees. Vance et al. 
(1992) added that promotion and compensation depend on the appraisal process. In addition, Cardy & Dobbins 
(1994) have commented that appraisals can be supported so as to determine gaps across employees’ performance 
and has further provided solutions to such gaps. For example, it is expected that special training is required for 
employees in the future. Appraisal has been connected with organizational performance and has been seen to 
impact Human Resources systems (Devanna, 1984).  
Many scholars have highlighted HR practices in their empirical researches when examining cross-national and 
intercultural organizations. However, appraisal systems are not studied in-depth in the case of cross-national and 
inter-culture organizations (Milliman et al., 2002). In addition, the literature explores the comparison of appraisal 
in terms of MNEs vs. DEs. For example, Entrekin & Chung (2001) explored Asian enterprises as being more 
centered on supporting appraisal relative to US enterprises. The appraisal is likely to have a greater effect on 
employees’ abilities in European enterprises than Asian enterprises, whilst promotion is likely to have a greater 
positive effect on employees in European enterprises than in Asian enterprises (Fey et al., 2009). 
Some scholars have argued appraisal as being affected by internal and external factors, with some scholars 
noticing a relationship between the appraisals of firms. Larger firms are recognized as being positively linked to 
appraisal (Chen, 1995). Sels et al., (2006) agree that lower voluntary turnover is associated with high appraisal. 
Kong & Thomson (2009) added that intellectual capital, such as experience, human skills and human relations, 
have stronger links with appraisal practice, resulting in the positive output in HRM performance. Liao et al. (2009) 
confirmed HRM appraisal as being incorporated from employees’ perspectives, where the productivity of 
employees is connected with appraisal practice, which results in high motivation amongst employees (Singh, et al., 
2013). Based on the explanation outlined above, the hypotheses are presented as follows: 
 
H1: Important differences in performance appraisal will be observed between DEs and MNSs. 
H1a: The appraisal conducted is affected by traits of firms. 
H1b: There is a linkage between frequent appraisal and firms’ features.  
H1c: The appraisal feedback is affected by firms’ traits. 
2.1.  Theories of HRM 
Kerlinger (1973) states that HRM, as a group of concepts, statement and propositions, is valuable when seeking 
to predict, explain and describe a phenomenon. Furthermore, finding the link between variables of interest has been 
a required theory. This theory supports finding the objectives of predictions and understanding the relationship 
between variables (Wright & McMahan, 1992). 
This research has applied theories to implement hypotheses and framework. The strategic, descriptive and 
normative theories have explained the linkage between HRM appraisal practice and firm outcomes, including the 
link between employees and HR appraisal   practice. As has been identified in the HRM literature, there are three 
general types of HRM theory, namely strategic theory, descriptive theory and normative theory. The following 
sections describe each of these theories in greater detail. Additionally, three concepts, namely convergence, 
divergence and duality, will be explained later on in this chapter. 
Guest (1997) has attempted to collect all arguments of researchers, such as Beer et al. (1985), Kochan et al. 
(1986), Hendry & Pettigrew (1990), Miles & Snow (1984), Schuler & Jackson (1987), Walton (1985), Pfeffer 
(1994), Dyer & Reeves (1995) and Becker & Gerhart (1996), by studying HRM theories and accordingly 
combining them together. Delery & Doty (1996) have commented that normative theories are recognized as 
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universalistic and strategic theories as contingency. 
2.1.1. Strategic Theory of HRM (Contingency Theory): 
The Strategic Theory of HRM emphasizes the relationship between external factors, such as labour market 
trends, technology, workforce characteristics and the role of unions, and HRM (Hendry & Pettigrew, 1990). The 
concept of strategic theory utilizes an appropriate set of HRM practices to result in a positive impact on the HRM 
policies of the organization (Miles & Snow, 1984). HRM is recognized as having interrelationships between HRM 
policies and practices, and key outcomes. For example, Guest (1997) has tested the relationship between business 
strategy and best HR practices, resulting in high organizational performance, as well as HRM practices as fitting 
with external factors. Establishing the relationship between the HR strategy and HR business are considered to fall 
under the strategic theory. Figure1 details the HRM practices’ impact on organizational performance via a 
mediator. 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
Fig. 1: Factors impact on organizational performance, (Source: Singh et al., 2012) 
2.1.2. Descriptive Theories of HRM: 
The Descriptive Theory considers the relationship between external factors and HRM practices, and accordingly 
explains the interrelationship between HRM policies and HRM practices, and the HRM outcomes (Guest, 1997). 
Paauwe & Richardson (1997) have designed a model for the interrelationships between HRM and performance. 
The model explains various HRM practices that will directly impact organizational performance. Figure2 shows 
the interrelationship between HRM practices and organizational performance. Ideal HRM practices and firm 
outcomes are affected by the external environment factors and organizational responses. For example, employee 
experiences and value of firms affect the set of HRM policies and organizational performance (Kochan et al., 
1986). 
 
 
 
 
 
 
 
Fig. 2: Framework HRM and organizational performance (Source: Paauwe & Richardson, 1997). 
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2.1.3. Theories of HRM (Universalistic Approach): 
According to Guest (1997), Walton (1985) and Pfeffer (1994, 1998), organizations with a set of best HRM 
practices will achieve greater performance outcomes, regardless of the business strategy or the firm’s size. In 
addition, they have added that there are three factors supporting high organizational performance: 
1. The skills and knowledge of human capital that will impact on recruitment, selection, training and 
development processes.  
2. An opportunity that is affected by job designs and empowerment. 
3. Motivation that is impacting on rewards and incentives. 
The Normative Theory has the highest potential in terms of enhancing organizational performance relative to 
strategic and descriptive theories (Guest, 1997). Figure3 shows the best HRM practices and their impact on 
organizational performance. 
 
 
 
 
 
 
 
 
 
 
Fig. 3: Best practices impact on organizational performance (Source: Guest, 1997) 
3.   Gaps in the literature  
There are many challenges amongst firms when transferring on global scales to implement the same HRM 
practices or divergence HRM practices, or partially in both convergence and divergence due to the different culture 
and different values of countries. Part of Scholler, such as  Ahlvik & Bjorkman (2015), Chiang & Birtch (2010), 
Edwards  Rees (2006) commented that transferring the HRM practises of MNEs to the global scale is still not 
covered in the literature, with HRM practices potentially the same or different or partially in convergence and 
divergence. Therefore, Edwards and Rees (2006) confirmed that the literature requires more cohesive and holistic 
studies; this would support and provide a focus for this important field of Human Resources practices.  
Therefore, there is a need to understand the methods of performance appraisal practice adoption in a different 
culture. Until now, there has been a shortage of HRM performance appraisal practice in Saudi Arabia due to the 
limited studies carried out in this area (Anderson, Ahmed & Costa, 2012; Fadhel, 2007; Al-Dosary & Rahman, 
2009). The most important factor in this research is the need to understand MNEs’ HRM performance appraisal 
practice in the host country when there is a different culture; this is done by using Saudi Arabia as a context for the 
study to compare HRM performance appraisal practice in MNEs vs. DEs. 
4. Research Aims and Objectives 
A gap in the literature relating to two enterprise types, namely DEs and MNEs, in a new Eastern context has 
been highlighted as underpinning the primary objective of this research. The research objectives are listed as 
follows:  
1. To understand the differences of Human Resources management practice (appraisal) amongst DEs and 
MNEs in Saudi Arabia. 
2. To measure the impacts of firm variables on HRM appraisal practice, which lead to organizational 
performance.  
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5. Statement of Significance  
This study concentrates on appraisal practice on HRM in the context of an oil-rich country. The research seeks 
to draw lessons in regards MEs and DEs with full cooperation to determine how HRM appraisal can be managed 
well, with knowledge exchanged between both. The effective utilization of HRM appraisal enables the 
improvement of organizational performance. The study has contributed to the literature by providing a clear picture 
of the factors affecting HRM appraisal. This study uses primary data and secondary data to achieve the research 
aims. The survey questionnaire, which is derived from the HR directors of MNEs and DEs working in the KSA, 
were presented as primary data. The HRM appraisal practice was highlighted in the questionnaire. 
6. Data, variables and method 
6.1. Data collection and sample 
Selecting the sample size depends on the objectives and research questions, with the sample size inversely 
proportional to the error. Saunders et al. (2012) commented that increasing the sample size will result in lower 
errors. Long & Freese (2006) have established that the minimum number of participants required in order to get a 
reliable result is 100 participants. The total number of enterprises in the private sectors was around 60,000 MNEs 
and DEs; these enterprises were distributed around the country of Saudi Arabia (Saudi Arabian Monetary Agency, 
2013). It would be very difficult to select all of the population as a sample size; hence, the sample size was selected 
in line with the activity of the enterprises, i.e. MNEs and DEs classified as Joint Stocks firms in Saudi Arabia. As 
has been mentioned, the primary reason for selecting Joint Stocks firms. Joint Stocks companies are available on 
the website of MIC and Saudi Stock Exchange (Tadawul). Furthermore, the researcher of the current study has had 
experience equal to more than 17 years in multinational and domestics Joint Stocks companies, such as Lucent, 
Nokia, Scemince, Alkatel, Ericsson, Saudi Telecom, Mobily and Zain. The sample size was selected through a 
random sampling technique. 
The initial entry of the data began at the pilot testing stage. The categories devised at this early stage informed 
the research questions; this assisted with the preliminary evaluation of data, as well as providing the researcher 
with practical information entry into categories. Showail et al. (2013) advised interweaving data collection and 
analysis from the start of the research process as a means of making the process lively and ongoing; it also reduces 
the possibility of data overload. Once the questionnaire was completed, the researcher began content analysis. 
Because all the participants were asked the same set of questions, the responses were imported into a computer 
programme before then being formatted for auto-coding wherever possible.  
6.2.  Methods 
6.2.1. Chi-Square Tests  
Chi-square (χ 2) test was proposed by Pearson’s of paper of 1900 (Plackett, 1983) in mind of finding non-
normality. Bentler & Bonnett (1980) suggested that chi-square (χ 2) supports the testing of significant change to 
the hypothesised model. For example, the tested model refers to a better fit when the change in χ 2 is significant. In 
addition, Hair et al. (2010) added that chi-square helps to clarify the significant difference from dependent and 
independent variables. The connotation between two nominal variables was measured through the use of (χ 2) test 
(McCrum-Gardner, 2008). In other words, the relationship between two categorical variables are measured by Chi-
squared. Additionally, he added that the data requiring summarized in the table with ‘are’ rows and ‘c’ columns 
can be referred to as contingency. Med (2013) added that the main purpose of the chi-square is the analysis of 
group differences in case the dependent variables were measured at a nominal level. The Chi-square statistic is a 
non-parametric (distribution free) tool designed to analyses group differences when the dependent variable is 
measured at a nominal level. Additionally, binary outcome (yes or no), then a Pearson’s chi-square test (or 
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Likelihood Ratio) should be carried out in order to test whether the difference between the two groups is 
significant. 
The chi-square can be seen calculated in the equations below: 
 
 
 
 
 
 
 
 
 
 
 
Where:  
E11 = (R1xC1)/n  
E12 = (R1xC2)/n  
E32 = (R3xC2)/n  
Ri: total number in row ith,  
Ci: total number in column ith  
6.2.2. Multinomial Logistic Regression (MLR) 
Multinomial logistic regression is the same of binary logistic. However, the MLR allows for more than two 
nominal of the outcome variable or dependent variables (Menard, 1995). Maximum likelihood estimation is used to 
evaluate the probability of the model (Hosmer & Lemeshow, 1989). Breslow & Day (1980) commented that the 
homoscedasticity, linearity and normality are not assumed in Multinomial Logistic. The present research some 
scale as nominal. The below equations used in the MLR: 
 
 
6.2.3.  The Maximum Likelihood Estimate (MLE): 
The likelihood (L) is the probability of the data given the hypothesis (or parameter value). 
Plotting likelihood (or -lnL) values for different parameter values (e.g., equilibrium base frequency for Adenine, 
πA) gives the likelihood surface. The best score on this surface (the lowest point) identifies the maximum 
likelihood estimate (MLE), and indicates the hypothesis best supported by the data.  
Nader Saeed, Layla Faisal and Abbas Naser / Journal of Higher Education Service Science and Management. (2018). Vol 1–No 1 
 
 
 
 
 
7 
6.2.4. Ordinal Logit 
The numerical scale on an ordinal scale called ordinal data. For instance, scale of excellent, very good, good, 
average and poor is coded as 1, 2, 3, 4 and 5, respectively. Sometimes, data as an interval scale or ratio scale are 
grouped onto an ordinal scale: for instance, participants whose experience is known might be grouped into the year 
experience categories 1–5 years, 6–10 years, 11–15 years and more than 15 years, and then might be coded as 1, 2, 
3, 4. In case predictors are all continuous and nicely distributed, discriminant function analysis may be used. 
However, predictors are all categorical and may use logit analysis. The ordinal regression is one part of the general 
linear model to ordinal categorical data and follows the form for a single predictor: 
 
 
 
 
 
 
 
 
 
jYP ( ) is the probability of the event,   is Y-intercept,   is the regression coefficient, X 
is a predictor. Null hypothesis (H0) is accepted when   is zero and rejected when  not zero 
is. For multiple predictors: 
 
 
 
 
The roles of natural logarithm and exponential 
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6.2.5.  Nested Model: 
Models must be nested in order to be compared. Nested models can be defined as all components of the smaller 
model and must be in the larger model. Models are compared by taking two times the difference between the 
models’ log-likelihoods. The nested models (model B is nested within model A) can then be compared using the 
likelihood ratio test: 
 
 
 
 
R the likelihood ratio is 2 distributed with number of degrees of freedom equal to the difference in parameters 
between models A and B. However, we often seek to compare non-nested models. We use the Akaike Information 
Criterion (AIC) to make such comparisons. Often, a model with intercept and predictors is compared to an 
intercept only model to test whether the predictors add over and above the intercept only. This is usually noted as 
χ2 = 2[LL(B)-LL(A)]. 
6.2.6.  Cox and Snell, Nagelkerke and R Square: 
 
Cox and Snell are also based on the log - likelihood but it takes the sample size into account. 
 
 
 
The Nagelkerke measure adjusts the C and S measures for the maximum value so that 1 can be achieved. 
7. Results  
The appraisal was tested with three questions posed to the HR manager, notably pertaining to the frequency of 
appraisals, conductor of appraisal and appraisal feedback. The first and third questions used frequency distribution. 
The second question was chi square, which was applied due to the discrete and binary outcome (Hair et al., 2010).  
Table 1 show that MNEs’ frequency of appraisal of every three months (58.8%) was higher than that of DEs 
(5%). The appraisal feedback ‘within 1 week’ was two times faster in MNEs (40%) than DEs (23.4%) in regards 
giving feedback to employees. The direct second question, ‘How are appraisals conducted?’ used the chi-square 
test due to the discrete nominal of the output in Table 2. The difference in the manager who conducted an appraisal 
between MNEs and DEs was statistically significant (X2 = 16.441, df = 1, p<0.01). The DEs HR director reported 
that more than 60% of employees were apprised by the HR director. However, the HR director of MNEs reported 
that 35.0% of employees were assessed by the HR director. This difference in the assessment of employees is 
recognized as being due to the Line manager being very close to employees in MNEs more so than in DEs. In the 
discussion chapter, Chapter Six, the researcher shared his experience by justifying differences between the HR 
director and other senior management (Functional manager, Project manager and Line manager). Thus, the results 
show that H1 was correct. 
 
 
 
 
 
 
 
 
 
 
 
1
log [ ln( ) (1 ) ln(1 )]
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Table 1. Chi-square test of appraisals conducted. 
How frequently are appraisals 
conducted? 
Frequency Percent Valid 
Percent 
Cumulative 
Percent 
DEs Once in 3 months 10 5.7 5.7 5.7 
Once in 6 months 76 43.4 43.4 49.1 
Once a year 74 42.3 42.3 91.4 
Once every two years 14 8 8 99.4 
Never 1 0.6 0.6 100 
MNEs Once in 3 months 47 58.8 58.8 58.8 
Once in 6 months 26 32.5 32.5 91.3 
Once a year 5 6.3 6.3 97.5 
Once every two years 1 1.3 1.3 98.8 
Never 1 1.3 1.3 100 
After the appraisal, when is feedback given to employees? 
DEs One week 41 23.4 23.4 23.4 
Within 2 weeks 60 34.3 34.3 57.7 
Within 1 month 32 18.3 18.3 76 
Within 2 months 23 13.1 13.1 89.1 
After three months 16 9.1 9.1 98.3 
No feedback 3 1.7 1.7 100 
Total 175 100 100   
MNEs Within 1 week 32 40 40 40 
Within 2 weeks 33 41.3 41.3 81.3 
Within 1 month 15 18.8 18.8 100 
Total 80 100 100   
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Table 2. Chi-square test of appraisals conducted. 
Operation level Appraisals conducted Total 
 Line managers  HR director 
MNEs 109 (62.3%) 66(37.7%) 175 
DEs 28(35.0%) 52(65.0%) 80 
Total 137(53.7%) 118(46.3%) 255 
Chi-Square 16.44, sig 
= 0.000 
      
 
 
7.1. Ordinal Logistic, Binary Logistic Regression and Multivariate Regression 
The appraisal was tested by the implementation of the logistic regression. Peterson & Harrell (1990) agreed that 
ordinal regression is required to meet parallel proportional odds assumptions. In other words, the relationship 
between each pair of outcome samples is the same and recognized as a parallel. The parallel line assumption was 
recommended for testing through the use of the Wald Chi-Square or Likelihood Ratio Test (Agresti, 2002). Bender 
& Grouven (1998) commented that the Proportional Odds Models was satisfied when dependent variables were 
identified in parallel lines.  
 
Adeleke & Adepoju (2010) added that there are various options if the proportional odds assumption was not 
met, such as using bivariate ordinal logistic analyses, using multinomial logistic regression or omit two or more 
levels. If the requirement of proportional odds was not met, the binary logistic regression models were then used 
(Bender & Grouven, 1998). Also, Fu (1998) suggested that, when the Non-Proportional Odds Model was achieved, 
the cumulative logit was used in regression. However, the Partial Proportional Odds Model was used in the case 
that the parallel lines assumption accrues (Peterson & Harrell, 1990).  
Table 3 shows dependent variables violated the test of parallel lines. The variables met the odds assumption 
when (p>0.05). The binary logistic regression was implemented in line with appraisal feedback, including appraisal 
frequency, which was regressed through the logit binary regression. These variables were tested using multinomial 
regression due to the parallel test being absent. Adeleke & Adepoju (2010) recommended the following models for 
use in binary regression: 
Logit (odds) = a1+ β1 (employee Age) + β2 (Experience) + β3 (Firm Age) + β4 (Firm Size) + Β5 (Firm sales) + β6 
(Local Labour) + β7 (Industry) + β8 (Firm structured) + β9 (Firm ownership) + β10(Foreign ownership) ++β11 
(Firm location) + β12 (Turnover) + e1. 
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Table 3. Odds assumption of parallel test. 
   Operation Level -2 Log 
Likelihood 
Chi-
Square 
Sig. 
Appraisal frequency DEs Null Hypothesis 353.226 81.231 .000 
General 271.996 
MNEs Null Hypothesis 153.968 15.958 .998 
General 138.01 
Appraisal feedback  DEs Null Hypothesis 468.739 95.727 .000 
General 373.012 
MNEs Null Hypothesis 142.788 24.364 .441 
General 118.423 
 
Table 4. Shapiro-Wilk and Kolmogorov-Smirnov test. 
Outputs OL Skewness Kurtosis Shapiro-Wilk Kolmogorov-Smirnov 
 MNEs 1.098 2.1 0.78*** 0.34*** 
Appraisal conducted DEs –0.019 -1.286 0.80*** 0.20*** 
MNEs -1.202 0.43 0.66*** 0.40*** 
Appraisal feedback  DEs 0.599 –0.467 0.88*** 0.23*** 
MNEs 1.098 2.1 0.78*** 0.34*** 
 
 
Model 1: The effectiveness and impact of the dummy independent variables (IVs) on the conduction of 
appraisal were observed. The appraisal conducted by the HR director was coded ‘1’ whilst that conducted by the 
Line manager was coded ‘0’; this was tested by estimating the binary logistic regression equation detailed below. 
In the methodology chapter, it was explained that the model is improving with decreasing ‘–2Log likelihood’ 
and increasing ‘Cox & Snell R2, Nagelkerke R2’ of the variance in the conducted appraisal. The difference in the  
‘–2Log likelihood’ between the nested model was indicated in the value of decrease between the old model and the 
new model. DEs Model 1 was regressed with intercept and employee age (–2Log likelihood = 231.66; Cox & Snell 
R2 = 0.2, Nagelkerke R2 = 0.2). The M1 was improved by adding employee experience and employee turnover (–
2Log likelihood = 230.57; Nagelkerke R2 = 1.00%, Cox & Snell R2 = 0.8). The features of the firm: firm age, firm 
size, firm sales, local labour and industry were added to the model that was improved. The model was keeping 
improving with decreasing ‘–2LL’ and increasing in R2 Nagelkerke and Cox & Snell by adding more firm 
features: firm structure, firm ownership, foreign ownership, firm location (–2Log likelihood = 215.1; Cox & Snell 
R2 = 4.5, Nagelkerke R2 = 12.40%). Table 5 shows the MNEs model was improved by adding control variables 
and firm features (–2Log likelihood = 215.1; Cox & Snell R2 = 14.9, Nagelkerke R2 = 20%).  
According to the statistically significant predictors, the linkage between firm features and appraisal conducted 
can be surmised in Table 5. Table 5 shows a negative relationship between sales revenue and appraisal conducted 
(B = –1.341, p <.1). However, the local labour force has a positive relationship (B = 1.007, p <.1). The firm with a 
large number of Saudi employees seems to complete appraisals with the HR director instead of the Senior or Line 
manager. Also, observations of the organisational structure showed a significant predictor in appraisals (B = 0.89, p 
<.05), as well as in terms of foreign ownership effect (B = 0.625, p <.1) in DEs. According to MNEs, the Cox & 
Snell R2 (19.4 %) and Nagelkerke R2 (26.8%) of the variance in the conducted appraisals of MNEs. Table 6 shows 
the logistic regression when adding control variables, where the control variables showed a notable change in 
enhancing the model. For example, the ‘–2LL’ decreased from –2LL = 216.416 to –2LL = 215.16 in DEs and –
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2LL = 90.7 in MNEs. 
Findings from the relevant logistic regression analysis indicated that some traits of firms were affected in 
regards the appraisal conducted. Moreover, there was evidence to suggest that there were observations in relation 
to the association between the appraisal conducted and firm features. This finding, therefore, validated the 
hypothesis H1a: ‘The appraisal conducted affects DEs and MNEs due to there being some part of factors affecting 
the appraisals conducted’.  
Model 2: The dependent variable was the frequency of appraisals conducted amongst employees. For this 
question, an interval scale was designed ranging ‘once a month appraised’ to ‘never appraised’. The normality of 
this scale was absent, with the variables continuous due to both ‘Kolmogorov-Smirnov (p = 0.000)’ and ‘Shapiro-
Wilk (p = 0.000)’ < 0.05 in Table 4. The odds assumption did not meet the ordinal regression. The assumption 
results indicated the use of logit binary regression. 
The scale spanned once every 3 months, once every 6 months, once a year, once every 2 years, and never on a 
binary scale. The scale combined once a month and once every 6 months to 1 (‘more’) and once a year, once every 
2 years, and never to 0 (‘less’). The logistic binary regression implemented Model 2. The important parameters of 
logistic regression: the model fitting explained the improved ability of the model to predict outcomes by comparing 
the models with a constant only. This comparison included (–2 log-likelihood) and the statistical significance of the 
chi-square. In addition, the Negleckt and Coax were found to predict the variance of the outcome. The parameter 
estimates explained the relationship between predictor variables and the outcome. The parameter estimates of betas 
and corresponding p-value (P significance) are also important indicators in the logistic regression analyses. The 
parameter estimate provides a useful interpretation of the relation between independent and dependent variables. 
Moreover, this may be either positive or negative, which indicates the amount of increase or decrease in the 
dependent variable for one unit of difference in the independent variable. Six results were made by the researcher 
as a result of the logistic regression. Table 5 shows a statistical significant amongst large firm size (B = –1.2, 
p<0.1) and a high sales revenue (B = –1.3, p<0.1) of MNEs. In addition, there was a statistical significance in the 
method in regards firm structured by functional area (B = 1.04, p< 0.1), foreigner ownership (B = 1.98, p<0.05) 
and the lowest turnover rate (B = 1.43, p<0.05) in DEs. Table 6 shows that the control variable does not change the 
linkage between firm features and the frequency of appraisal. Thus, the results indicated that H1b is accepted due 
to the impact of various firm features on appraisal frequency.  
Model 3: The dependent variable was appraisal feedback to employees. For this question, an interval scale was 
designed spanning within 1 week, within 2 weeks, within 1 month, within 2 months, after 3 months, and no 
feedback provided. The logit logistic regression was used due to the assumptions of ordinal requirements not being 
met. The scale was transformed from interval to a binary scale, which the researcher combined in regards Within 1 
week, within 2 weeks and within 1 month to 1 ‘very fast’. Further, the researcher combined within 2 months, after 
3 months and no feedback to 0 ‘very slow’. Table 5 shows firm age (B = –1.1), firm size (B = 0.91) and a local 
labour force (B = 1.02) as being statistically significant amongst MMEs at the 0.05 and 0.1 levels. Additionally, 
industry (0.98) and organizational structure (–2.24) amongst DEs at the 0.05 level. The control variables were 
found to have a significant impact on the significance of the model. For example, Table 6 shows that DEs’ firm 
size was negatively significant (B = –0.86, p<0.1) and a local labour force was negatively significant (B = –2.38, 
p<0.05). Thus, the results confirm that various characteristics of firm’s impact appraisal feedback, meaning H1c 
were validated.  
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Table 5. logistic regression analysis of HR Appraisal. Without control variables 
 
 
                Source: Author’s analysis of data 
                *** significant at 0.01 level; ** significant at 0.05 level; * significant at 0.10 level 
 
 
 
 
 
 
Nader Saeed, Layla Faisal and Abbas Naser / Journal of Higher Education Service Science and Management. (2018). Vol 1–No 1 
 
 
 
 
 
15 
 
Table 6. Logistic regression analysis of HR Appraisal with control variables. 
  
  Source: Author’s analysis of data 
    *** significant at 0.01 level; ** significant at 0.05 level; * significant at 0.10 level 
    Model 1: conducted of appraisal, model 2: appraisal frequently conducted to employees and  
     Model 3: appraisal feedback to employees. 
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8. Contribution  
This study tested appraisal HRM practice and established the link between HR appraisal practice and features of 
MNEs and DEs. The differences in appraisal practice were seen to be caused by many factors, such as external and 
internal factors. National culture and religion, as external factors, including regulations of the government, are 
recognized as external factors. The results of these studies are seen to be close to strategic theory, which confirms 
internal factors as having an effect on practices and organizational performance (Hendry & Pettigrew, 1990). The 
results were not seen to be aligned with normative theories. Guest (1997) considered the normative theory amongst 
organizations with a set of best practices of HRM seen to achieve greater performance outcomes, regardless of 
external or internal factors. 
Moreover, HRM appraisal differences were affected by internal factors, such as firm size and ownership type 
(Singh et al., 2012a). The two groups of firms had clear differences in appraisal. Chen et al., (2005) supported the 
convergence of organizations, adding the convergence hypothesis. Thus, MNEs are not believed to be influenced 
by the national institution as a concept of convergence hypothesis. The convergence concept explains that HRM 
roles and practices have the flexibility to work everywhere, regardless of the different political, cultural and 
ideological settings (Paauwe & Boselie, 2005).  
The private sectors (MNEs and DEs) are looking to achieve continued success in the market through integration. 
More recently, the market has shown a preference for challenge between enterprises, with firms needing to make 
the best of human capital if they are to be viable (Singh et al., 2012a; Becker & Huselid, 1998; Pfeffer, 1998; 
Khandekar & Sharma, 2005; Guest, 2011; Sun & Pan, 2011). 
8.1. Practical Contribution  
The data were collected from Saudi Arabia, with data used in consideration to HRM appraisal to draw a 
comparison between MNEs and DEs in Saudi Arabia. The findings are recognised as being of potential help to 
Saudi and foreign employers in their efforts to understand the local manpower and their abilities to enhance the 
performance of firms. The shift of MNEs from their home country to Saudi Arabia has resulted in improvements to 
the economy in Saudi Arabia. For instance, the large size of annual revenue results in a greater project in Saudi 
Arabia. Additionally, bigger projects will expand in terms of industrial, marketing and retail factors, thus resulting 
in Saudi Arabia not having to depend only on the oil sector. The research shows that HRM practices have shifted to 
develop in Saudi firms.  
8.2. Theoretical Contribution 
HRM appraisal will be able to identify the shortages of local firms to enhance the performance of domestic 
organisations, which will be lead to improvements in Saudi economy and society. This research has provided data 
that can be shared in future research. This research has provided the linkage between firms and HR appraisal. This 
linkage supports HR directors in the management of employees whilst enhancing the overall performance of the 
organisation. Furthermore, this research has shown that Saudi power is eligible to perform significant tasks, with 
attention needing to be directed towards keeping firms sustained in the market.  
In terms of theories, the strategic theory agreed that the success of HR appraisal is reliant on the behaviour of 
firms and environment. In contrast, normative theory confirmed that the best practices have the ability to generate 
good performance, regardless of the behavior of firms or the environment. The results agreed that HRM practices 
were linked with firm behaviors.  
The connection between local employees and appraisal seems to be non-existent due to there being differences 
between local employees and foreign employers in regards culture. These differences in culture impact on appraisal 
practice as culture impacts appraisal practice.  
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9. Conclusion 
There are important benefits to be gleaned from the differences between the firms of the original country and the 
firms of the host country. The aim of this research is centered on providing extensive data analysis on the 
comparison of the HR appraisal for both domestic and multinational firms based in the Kingdom of Saudi Arabia. 
Moreover, the differences identified in the practices were categorized into the differences in culture, government 
regulation and firms’ behaviors (firm size, firm age, industry). In addition, The Human Resource system in 
domestic firms required further improvement so as to be at the same level as multinational firms.  
Human Resource systems that were less developed focused mainly on the administrative roles within the 
organization. The HR system in the highly developed systems focused mainly on the HR functions as opposed to 
the administrative roles. The gaps identified in HR systems for the DEs and the MNEs would only be reduced 
through the adoption of learning HR systems. The DEs can learn some of the practices used in MNEs. The 
differences identified played a crucial role in providing a clear picture that new firms ought to venture into the 
Saudi market or other similar markets. Additionally, the identified differences indicate that the Saudi market 
provides a favorable environment to multinational firms. Utilization of the proper HR practices will ensure that 
firms retain their competitive advantage in an evolving business environment.  
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